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CCP_INDUSTRIAL AND COMMERCIAL POLICY

A. Privete Enterprises Umder CCP Rule

Buginessmel everywhers are asking the question, "To what extent will private
entorprige be permitied to erpard under the CCP government?"

The euswer that comesg out of a gtudy of CCP pronouncements on-thig ratter N
goems to indicate that private indugtry and commsrce will bs pexmitted to carry
on ae ugual, but that enterpriges in which /EMI/ govermment leaders have interesta
will be confiscated.

The argument g made that when the CCP gpeaks of bureaucratic capital, it
means large enterpriges. . Thig question ig a somewhat complicated ome. During the
lagt 10 years, Chinege buginessmen have come to believe that eaterprires not
opsrated, fdatered, or financially aided by the government have littls hope for
expangicn. An axamination of pregent-dey Chinese industries of cousiderable
importance reveals that either they are operated wholly or in part, directly or
indirectly, by bureaucratic cepitai, or they are subsidiaries of such enteririses.

Since it is gonsrally understood that enterprises belonging to the EMI
govermment or the four greast familieg will be configcated, v’ at of the ghares of
strictly private invegtors in these enterrrises? So far, the CCF peems to have
given no clear categoricsl angwer, but en inkling of the probable procedurs is
furnished by reports from T'ien-ching which indicate that the ghares of private
stockholdera of configcatsd enterpriees ere baing reccgnized as »ightfull, bslong-
ing to them gtill.

Since in most CCP printed pronouncements, "buresucratic capital" seems always
to indicate "large capital,” a Shang-hal businegsman raised ths ques*ion, "If smail
and medium private capitaligts are to be allowed to operate freely, they may
daevelop into large capitaligts. In this case, at what point in their growth will
they be conaidered to have lLecome'"large capitalists” and, thus, lisble to be
suppregsed, and what form of represgion will take place?" On this point a CCP
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spokesman offers the explanation that, "although buresucratic capital ia
gonerally large, lexge capital doee not necessexrily msan hureaucratic cepital.
Bowaver, under the KMI dbureaucratic ruls, only thoae entrsprenseurs supported
by the bureaucrate were able to expand erd develop. Thug, large capital iag
regerded ap buresucratic capital.”

A regolution adopted in May 1948 by the North China Liderated Area Indugtrial
Conference may throw further light on the vexing question. The resolution giates,
"Agide from munitions indugtries amd other indugtries which, in private handg,
might threaten the independence of the peoplet's economy, all enterpriges ghould
be thrown open to private opsration, or Jolnt government and yrivate cperation.
State-operated enterprises should concentrate on heavy indugtry, suchk ae menu-

facture of military weapong, machinery, induatrial materials, etc. . In the fleld B

of light industry the government ghould 1limit 1tgelf to industries wurgently
required for pudblic need which are beyox\,d the ablility of private capital to

operste. On thig bagis there. ia 9‘“]] a largs £ield for private en’rrepreneuré 5
to Opvxuuv in. "

Since the industries in present-isy China that will probably come under - n W

government control comprige about three fourths of the country's induetriel

N

capital, 1% is not likely that private industry will become an economic 'threat " A _' .

to the country.

B. Is Chine to Bscoms a Soclalist State?

The Chinege people's democracy has often been referred to és Beginning
of & gocielist state. Businesemen neiuwrally are assking how long it will teke to
complete this development.

In a speech made on 25 December 1947 o the CCP lewtral Committee, Mao Tme-
tung said that, unier present economic comditions in China, legitimate private
enterprises would be needed for a long time and should be ailded since they con-
stitute an indiepensable elemsnt in the nstional economy.

Obgervera ere inclined to believe that the "long time" referred to ebove will
be not lees thar 30 ysars.

Ancther guestion often raised by the people pertains it~ the interpretation
of the frequently used CCP sxpreassion, "legal profit." Up to the present no
limit heg been set on profits in the libsrated aress, but it is impossidle to
¥now how long this will continuve.

C. Trade Under CCE Rule

As to whether trale under the CCP will be free or controlled, observation
of the progrem in the liberated areas so far leads to the generalization that
internal trade will be free, but foreiyn trade will be controlled. It is averreld
that under preeent political and economic conditions, uncontrolled foreign trade
would not te to China's advantage. The import of nonessentials and articles
injurious 4o China'e economy should ba prohibited, while exports thst will produce
needad foreign exchange should be encoursaged.

D. 3mall and Middle-Clsess Capitaligts Under CCP Kule

"While the monopoly of the EMI' officieldom and the four great families im

+0 berathlenisly suppressed, their ill-gotten weelth vonfisceted, eand the feulalig-

tic practices of the landlords eliminasted, the emall and middle-clags capitaliste
are to be protected. For they are not buresucrats; they are the real democratic
capitaligts. Among them, it ls true, there are a few rightists who have supported
KMT and Amoricern imperialiem. Their trend in thig 1lirection should be cheerlke

and they ahould be reoriented, but this does not mean that their econonmy mst

be destroyed. We muast be rid of feudalism and monopolistic capitalism, but we
will be making & mistake if we try to destroy the emsall end middle-class producers’
(Mao Tee-tung, 25 December 1947).
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In a discussion on the protection of emall-scale industry, Mao Tge-fung f ) e
) acknowledged that in the yeare 1931-193k4, the Party made a grave mistake in St el 1Y
) tlvocating excessive demande, such as total confiscation of &ll lanis held by X S :
: the rich, stc., unier & near-gighted policy of sesking immediate benefits for
the workerz alone. A repetition of thig mistake could only have a deleterious
offect on the laborers and the whole democratic society.

W

E. Private and Public Enterprises .

Resclutions alopted by the North China Conference of Industry and Commerce
to courdinate the activities of private enterprises reed as followe: -

1. Except for munitions indugirise,’ industries affecting the citizenu" :
economy and having e monopolistic nature, and indugtries that private capital:
are not pexmitted to operate, all other industrial and commercisl enterprises
may be undsrtaken by private entreorensurs or by jJoint state and private opsra-:- - ;
tion. The government will concentrate on operating heasvy, munitions, and . 7
machinery industries, as well asg industries manufacturing importent industrial :
materiels and parts. Except for thome light industries which muet te operated
by tho govermment for the benefit of the people, all others shall be left to
rrivate entrepreneurs.

2. The function of goverxmxent operated commercial entsryrises must be to
serve var needs and to aid the people 4n their production effort. The main duties:
of goverrment-operated comuercial enterprises are to control ard stadilize prices
of goods important to the people's livelihood, market the products of industry,
sgriculture avd by-producte industries, amd provide the people with the daily
necesaities of 1ife. In the matter of prices, government-operated commerciel enter-
priges must help private enterpriges to ald In the stabilization of prices, and
mugt provernt hoarding and other 1llegal practicea to control the merket.

3. DPowera grantel by the govermment to govermment-cperated. entervrises,
guch ag operation of arsenals, procurement of military equipent, issuence of
currency (by governmeny bankes, control of the money market, amd gold, eilver,
cwrrency, and foreign exchange, etc., are 2esigned to fac‘litate tho stabiliza-
tion of markets and the procurement of vssential raw materials for the benefit
of the reople, and are not deleterious to private buminess. Exvept for thosge
povera at ‘pulated by law, govermment enterprises are forbidden from exercising
any other arbitrary powers.

4. State enterprises must actively assimt private enterprises that are
beneficicl to the peopls's economy. Government banks must aid private industry
and commexce by granting them loens and helping them secure needed foreign raw
materials and tools. Govertment enterprises must est up aletrituting offices in
all important cities and towns to distribute materials amd supplies to private
entertrises. Govermnment transportation fess must be favoreble {o &egriculture,
commerce, and iidustry.

F. Capital and Labor

The present people's movement ﬁn Chin_g?’ ig called a '"New Democracy,' not
Communism. Consequently, the overthrow of the capitalists is not edvocatsd, but
rather cooperation between letor and capital is sought.

The North China Conference of Industry and Commerce passed the following
regolutions on relations between capital and lavor, employer and employees, and
magter and apprentice.

1. Preserve the right of capitel and labor, employer and employes, apprentice
anl magter to freely bdargain and contract. Abolish the inequalities heretofore

-3 -
CONFIDENTIAL

b

Sanitized Copy Approved for Release 2011/09/13 : CIA-RDP80-00809A000600260935-5



O“

e 2011/09/13 : CIA-RDP80-00809A00060026

”‘:H\ ".-" 7‘:",4 .“ i 1‘”“‘.\
A U B L NONE TDENTTAL

i

imposed on leborérs, éhop employees and apprentices in contracits, anﬂ.. i‘icorpbrata
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the principle of squality and mutual benefit. Botk sides should have the wright - .- -

to proposs revision of contracts on their expiration. Abusive yructices, guch
ap cancellng or compelling employmsnt, etc., must bs abolighed. : :

2. The basic system of wagee and the old aystem of bonues benefita \‘,o R
employees mugt be preserved. Excessive restrictions of the past on iabor mist .

he rgvigel. AT iie sams bime, The practice carried on'in gome places of demanding ... e

exceasively high vages, bonuges and labor reguirementis must be revigad.

3. The old syetem of working hours should be preserved, but continuous
working time in excess of 12 hours must be reduced. In some places too many ki
holidays and labor meetinga have greetly interfered with production, and thege " .
practices must be corrected. Lsbor union agents ghould confer with employses it
and epprentices about attending labor union meetings end clesses outsids vorking:

4. There is need for mzinteining the 0ld apprentice system, but improvements'.

"must be made. Corporal punishment for apprenticen ghovld be abolighed and the ":':"
period of apprenticeship for those showing exceptional ability shortensd. The -
cuptom of requiring that the apprentice in the hundicraft industries pledge to .
aerve his magter must be preserved, but the period of service must be shortensd.

5, In the larger private Industries, managera rmust be callsd upon to take: -
the lead in establishing factory affeirs committees made up of laborers, “gteffs,
and technicians. This will permit the employeees to participate in discussions on
production plena, treatment of workera, workers' livelihood problems, etc. The
£inal decleions on production plans, however, shall be the prerogative of the
nmanegers. Workers ani shop employees muet observe the regulations promulgated by
employers and must respect the leadership of the managers.

G. Wage Scale and Working Hours

A discuesion on the prement wage system in govermment-operated enterprises
wag conducted by the conference, and it wae unanimously concluded that there were
many defects. The moat important was the mietaken wage concept of an average
wage plus relief, bamed not on the idea of compensation according to akill and
efficiency, but on the 1dea of suppori for the worker's family.

Apprentices and inexperienced workers are paid too much in proportion to
skilled workers, resulting in little differentiation in the wage gcale. The
highest paid skilled workera are only paid three to four times aa much ag the
lowest paid unakilled laborers. The conference regolved that thils system was
detrimental to increase production amd must be revised. It wee egreed that the
wage scale ghould be based on ekill, production efficiency, and degree of experi-
ence.

A regolution was adopted by the conference to the effect that for the time
being in government-operated inlustries in newly liberatel cities. the low wages
and classificationa of the workers should be preserved and that wages should be
baged on the cost-of -living index with cost-of -living bonvees where necessary.
Eventually the wage-scale clasaifications mey be equitebly edjusted and coordinated
with the new system of payment in go.ds. Government-operatel Industries in the
old liberated areag should graduslly adopt the same policy. The conference -
ostablighed a wartims temporery wage scele for govermment-operated industries in
the old liberated areas anl also resolved that the salery syatem for all eteff
members be introduced in these industries. It propcsed that a 10 hour day be
adopted and that a cultural and educational fund for workere amounting to 1.5 per-
cent of the payroil and a workers' insurance fund amounting to 2.5 percent of the
payroll be set asile by the management.
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‘ The question of hours and wages looms large in the matter of manufacturing conts.
s The trend in liberated territory seems to be toward a norm of a 10-hour day in light

s\ industry and & 9-hour dsy in heavy industry, with children end women excluded ‘ ‘
from the ranks of heavy-industry workers. o %

A great meny factors enter into the determinstion of the wage mcals, such as
skille, whether the work is heavy or light, the amount of responsidility carried,
amount of productlion, length of service, local conditlons, willingnees of the
laborers, etc. In Central China the wege scale for trainees 1s set at cost of
living for the individual worker plus 20 catties of rice per month, while skilled
workerg are id 2 cost-of-1iving allowance plus an emount equal to the cost of ‘i

living for 13 persons. Lo e L

H. Industrial Investment Under CCP Rule

Buainess tax rates imposed by the CCP are lower than those of the BMT, end :
instead of a great varilety of taxes the CCP reduced the number to one or 4w
basic taxes. :

Outside capital is welcomed in a variety of lndustries, such as cotton and :
voolen weaving, flat glses, sleciricity, stesl and iron, machinery, farming imple- /-
ments, vegetable oils, alcohol, cement, and dyes. Businese and income taxes on B
such invesiments may be waived for from 2 to 5 years. Foreigners wishing to do
business in liberated areas will be assisted by the authorities in securing sites,
labor, materials, markets, end foreign exchange. Howsver, forelgn investcers should
not expsct to secure special privileges of controlling natural resources.

Enterprises will have every opportunity to expend in the liberated areas, either
on their own or in joint operations with state operated enterprises. They will,
when preperly carried on, receive favorsble treatment and encouragement from the
authorities.

The economy and the govermmental policies of the liberated aress are new and .
. progressive. All enterprices may look forward to & progreseive future and to
R " participation in the medernization of China's econcmy.

I. Ch'sn Po-ta on Factory Mansgement

In the 5 February ﬁ9427 iesue of the Pei-p'ing People’s Daily, Ch'en Po-ta
set ferth the following ¢ight principles of feclory management for the guldance of
those taking over large IMT government enterprises in newly liberated territory.

i i. Attempts must not be made to change the technical organization and ‘ '
productionreysterairendy in use. :

2, Workmen should be encouraged to protect [ﬁl&nt equipne"37, and all original
staff officers, engineers, technicians, treasurers and foremen must be hold
responsible for preserving the funds, documents, maps and charts of the factories.

Fxcept formilcontents and diehards, ..c original stall should be urged to
continue pertorming their duties as before, and aalaries and vages of the past should
be preserved. Where responsidle staff members have fled the area becauge of *ae war,
their deputies may be asked to take their places cr cther staff members may be
appointed to their positions. Except in cases of necessity no shifts should be male

in the staff or labor force.

3. The People's Liberation Army or civil authoritiees should appoint military
. or political representatives to actually supervise the management and control of
these industries. When necessary, a supervisory board may be appcinted for very
lergo enterprises, In addition to general superv.eory rapresentatives, supervisore
should be appointed for each department and section of the business [for industry/
to exercise actual supervision.
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In these groups, however, the number of psrsonnel should be neld to s - ) S
minimum in order to.keep down oxpenses. ) ' T SNt [

The responsibilities of these supervisors zhall be: {a) to insure
continued production, (b) to prevent sabotage amd 1dling, {c} to learn the
principles and techniques /of the business/, (&) to prevent theft, avarice and
waste, (o) to train the steff and workers in democratic principles, and (f) to
aid the workers in organizing unions end consumers' cooperatives and to select

‘ sultable cadres.

4. Eliminete blood-sucking buremucrats, nonprc(iucere, end techniclame whe "
draw pay vithout rendering service. : . . Lo

5. Vhen those in positions of responsidbllity in the enteryrise fail to N
prove their abiliir even thrugh they e&ppear to be.conscientious, they should be' .
counseled. Those gnilty of malfeasance should be punished 1n accoréance with /.
tip law. :

Sapervisors concerned with the problems of forming business policies,
organization, and mwoduction, and dssiring to institute changses or new plams, ;
mugt study the matter thorcughly. They must first comfer with individuals to be :
affected ard, in cages of necesaity, must consult the whole body of workerse :
befors taking action. They must then secure the approval of their superiors n
before putting thelr plans into effect. . ) ‘ e

6. It would be difficult during the war period to effect a uniform change
in the wage syatem for the whole country, but it is apparent that the system used
in the old liberated areas is not suited to large industries in the citles. Con-
sequently, in taking over officisl enterprises it would be unwise to try to change
wage and labor systems and standards to' Bait one's own ideas without carefully
analyzing all factors involved. The conditions of commodity markets and their
relationship to the CCP currency should be studied. The aim should be to maintain
real wages of the staff and workers at a level no lower than that of a given time,
say 3 months before the liberation, Staff members and workera who show themselves
to be frugal and careful of public property must te reverded. Idlers, wasters,
and thieves should be punished.

7. Ilong-standing policlies on workers' benefits, such ae insurance, retire-
ment, old-age pensions, vacations with pay, annual bonuses, eic., should bs mein-
tained in force for the present.

8. The worker's actual results in his work shculd be the standard of Judgment
regarding his effioiency.

In September 1948 the Executive Committee of the All-China Fedsration of
Iabor Unions passed the Zollowing resolutions on wage and howr treatment of
workers.

"Pyelve hours shall be the maximum working day, and no cone shall be asked ¢
work longer. Time for geiting to and from work, sating, and resting must not be
counied as vorking time.

Reoghrding wages, the rule that a laborer's wage must not be less than the
requirement for the basic support of two persons in & given locality must be adhersd
to. Basic support should include food, clothing, housing, and essentiai incidentals,
The term "besic support” as applied to the second per¥on may be a little less than
for the worker himgelf, but may not be less than the requirement for minimum sub-
sistence., A factory worker's wage should be eomevhat higher than the minimum for
a common aborer because the factory worker is required to have a certain amount
of experience or training before assigrment to a Job.
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When aeked what type of supervisors shovld be sent intc plants taken over
by the CCP, Ch'en Po-ia averred that militery or political represeniatives must . o

\ be sent first, and only when control has besn fully inastituted can representatives
be apaifined to take over the supervision of industries.

On the subJject of the mumber of workisng days in & year, no policy has been
decided upom because of the verying conditions in different places and inSustries -
and the difficulty of unificatlion during wartime. Howewer, 1t i» recognized that
in libverated arsas, holldays, at present, arc too numerous and working days too
few. It ie recommsndsd that there be not lese than 300 workiog days in a yeer,
mreferably wore., Compenies permitting a long leave shounld vetermine how much
paid leave may be bnd. They must also cut down on granting too many short leaves,
In the newly llberated areas, howover, too sudden a change in the holiday system
must hiod . be carried out.

T ' ' On the subject of accelarsted production; Ch'en Po-tz2 miated that the move-
' menta for accelsrated production cannot be developed into a susiained rogram
vithout a suitable permanent system of democratic economy.

Proper permanent incentives must be offered the workera to induce sustainsd
effort, There must be & basic standard-of-living vags based on local conditions,
to be supplementéd dy incentives such as pilece work, grading, merit, etc. In
addition, a suitable syatem of periodic pay incresses, plus bonuses and increasing
revards, must be adopted. ) ' i

According to the conditions in each industry and factory, the manager should
confer vith the directars, the auliting camittee, representatives of the workers,
and the vhole body of workers, taking ihto sccount the past record and present
condition of the industry, %o dscide upcn & aethed or & cambination of methods
for granting rewards. There should be a general policy of uniformity among
factories in the matter of hours and wages, with some differences permitited to meet
the peculiar conditioms of the individual shop.
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